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The Laws of the Currency in Scotland. By J. "W. GiIbaet, Esq., E.E.S. 

[Read before the Statistical Section of the British Association at Glasgow, 
on Saturday, the 15th of September, 1855.] 

Bt the currency of Scotland we mean the notes issued by the banks 
in Scotland. And by the laws of the currency we mean the uniform 
operations of those circumstances which regulate the amount of notes 
kept in circulation.* 

In this paper we shall notice — First, the constitution of the banks 
by whom the notes are issued. Secondly, the banking operations by 
which the notes are put into circulation. Thirdly, the laws which 
regulate the fluctuations in the amounts. Fourthly, the effects of 
the Act passed in 1845 for regulating the currency in Scotland. 

I. — The Constitution of the Banks in Scotland that issue Notes. 

"With the exception of one private bank in Edinburgh, all the 
banks in Scotland are banks of issue. In the year 1826, the number of 
issuing banks in Scotland was thirty -two. Now, they are only seven- 
teen, although twelve new banks of issue have since been formed. 

Number of issuing banlcs in 1826. (See Appendix No. I.) 32 

Issuing banks since formed. (See Appendix No. II.) 12 

44 
Failed, wound up, or merged in other banks 27t 

Present number of banks. (See Appendix No. III.) 17 

1. These Banks are all Joint Stock Banks.— "By a Joint Stock 
Bank we mean that there is a certain amount of paid up capital ; 
that this capital is contributed by a number of partners or share- 
holders in proportion to the shares they hold ; that in case any 
partner retires, or dies, his capital is not withdrawn, but merely 
transferred to another party ; and that all these partners or share- 
holders are answerable, to the whole extent of their property, for all 
the debts of the bank (See Appendix No. IV.) 

2. These Banks have numerous Partners. — ^By the returns of 
1826, it appears that many of the banks had only few partners 
although styled Joint Stock Banks. But a joint stock bank with 
few partners has but little better chance than a private bank of 
obtaining immortality. Most of these banks have ceased to exist. 
Of the present banks there are only one which has fewer than a 
hundred partners (See Appendix No. III.) As every partner is 
answerable for all the debts of the bank to the whole extent of his 
property, the greater the number of partners, ceteris paribus, the 
greater the security to the public. 

Where the banks are few, the bank is conducted by the principals. 

* When we have ascertained any conformity in the recurrence of certain events 
we call that Uniformity and Law. Thus those uniformities that have been found 
to occur in regard to deaths at various ages are called " The Lavjs of Mortality." — 
Logic for the Million. 

t See a list of these banks in "A Practical Treatise on Banking," by J. \V. 
Gilbart, 6th edition, p. 541. 
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Where the partners are many, the bank is conducted by a Board of 
Directors, and a chief oiHcer, usually styled a IManager. 

Among the objections to joint stock banks, it has been said that 
directors and managers cannot possibly feel the same interest in 
their success as the private bankers.* But it may be questioned 
whether banking is not a business which is usually more prudently 
conducted by agents than by principals. A man should govern a 
bank as lie would play a game of chess. He should observe with 
incessant vigilance, but with the most frigid coolness, every oppor- 
tunity of obtaining success ; but he should always move according 
to the rules of the game, and whether he win or lose retain his 
equanimity. Extreme anxiety about success, fondness for specula- 
tion, private friendships, the desire of amassing wealth, or the dread 
of losing caste, are disturbing elements in a banker's mind, and have 
been the causes of many of the follies, the crimes, and the bank- 
rnptcies of the private bankers. 

Even in the administration of joint stock banks, it has been 
supposed that when the directors have a large personal interest in 
the bank which they govern, there is a danger that their feelings as 
shareholders will sometimes bias their judgment as directors. Ip 
the Bank of England no director holds a larger amount of stock than 
his qualiiication. 

3. These Banks have large paid up Capitals — Of all the joint 
stock banks in England, there is only one (the London and West- 
minster Bank) whose paid-up capital amounts to 1,000,000?. sterling. 
But among the seventeen banks of Scotland, there are six ^^hich 
have a paid-up capital of 1,000,000Z. ; one of 1,500,000?. ; and one of 
2,000,000?.; the total amount of paid-up capital is 11,701,997?., 
making an average of 688,352?. (see Appendix No. III.) 

Our legislators are desirous that banks in England should have 
large capitals, and hence they have enacted that no new joint stock 
banks shall be established with a less capital thon 50,000?. But a 
bank with a large capital must have large transactions, and a large 
field for its operations. And if it be a sound principle thai, banks 
should have large paid-up capitals (as we think it is), then restrictions 
upon the number of partners, restrictions upon the circulation, 
restrictions upon branches, and restrictions upon the union of banks, 
are enactments pre-eminent in absurdity. 

On the other hand, our English shareholders exclaim, " What do 
our directors want with a large capital ? Is not all our property 
liable? Is not that security enough ? " And they fondly imagine 
they might take back half their capital, and yet have the same sum 
as before distributed among them in the form of dividends. How 
delightful, this ! It reminds us of the man who ripped up the goose 
that laid the golden eggs. Whether that man were a shareholder in an 
English joint stock bank, we do not know ; but he was a man who was 
dissatisfied with his golden dividends. He would have possession ot 
his capital, and by grasping at the capital he lost the dividends. 

We think that the paid-up capital of a bank should bear some 
proportion to the amount of its .liabilities. A bank having large 
transactions and a small capital, may incur losses exceeding the 
* See the evidence of a private banker before the Bank Charter Committee of 1832. 
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amount of its capital. The total amount of paid-up capital in all the 
banks of Scotland, we have stated to be 11,701,997/. : the amount of 
notes they are authorized to issue is 3,087,209Z. The amount of 
their deposits was estimated by Mr. Blair, in the year 1841,* at 
27,000,000?. So their paid-up capital is above one-third the amount of 
their liabilities. This, as far as we know, is much higher than the pro- 
portion that obtains in our English banks. Of the paid-up capital of 
the private banks we know nothing, and the country joint stock banks 
rarely publish the amount of their deposits. But we know the amount 
of the paid-up capitals, and of the deposits, of the joint stock banks of 
London (see Appendix No. V.) And here we find that the paid-up 
capital of the London and Westminster Bank is only one-eighth of its 
liabilities ; that of the London Joint Stock Bank less than one-tenth ; 
of the Union Bank of London about one-fourteenth ; of the Com- 
mercial about one-fourth; of the London and County about one-ninth; 
and of the Eoyal British Bank about one-tenth. 

The mania of shareholders in English banks in favour of small 
capitals, small surplus funds, and high pro rata dividends, and the 
readiness of boards of directors to pander, in this respect, to the 
morbid cravings of the shareholders, can be regarded by patriots 
and statesmen in no other view than as a national calamity (see 
Appendix No. VI.) 

It is undoubtedly by means of their large paid-up capitals that 
the banks of Scotland have obtained so great a share of public con- 
fidence. "We recommend the example to our English banks. The 
unlimited liability of the shareholders does not supercede the expe- 
diency of large capitals. It is all very pretty, in times of prosperity, 
for the shareholders to exclaim — " Is not all our property answerable 
for the debts of the bank?" But no shareholder is willing to have 
his property so applied. And in times of adversity, when it seems 
proDable that some porcion of this vaunted property will be called 
upon for this purpose, away go the wealthy shareholders, they sell out 
as fast as they can, or transfer their shares to some poor relation ; 
and the sum required to pay the creditors of the bank can be Obtained 
only from the remaining shareholders, by a legal process which is 
always very slow, and not always very sure. 

4. These Banks are few in number (see Appendix No. III.) — And 
this too in a country where, until 1845, there was unlimited freedom 
of banking. How startling this fact must be to those who have told 
us, that if there were no restrictions upon the formation of joint 
stock banks, they would be as numerous as gin-palaces. But history 
teUs us that where banking is free, the banks are few, and when 
banks are numerous, it is the efiect of legislative enactments. In 
England the banks are numerous, because in the renewal of the 
charter of the Bank of England, in 1708, it was enacted, that no 
other bank having more than six partners, should have the privilege 
of issuing notes. And as banks having more than six partners could 
not be formed, a great number of banks, each not having more than 
six partners, rose into existence, as they were required by the 
increasing trade and wealth of the country. In the United States 
of America there are numerous banks. Por no bank can be estab- 
* See evidence before the Committee on Banks of Issue. 
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lished without a charter; and as the state legislatures have thought 
proper to grant a large number of charters, of course there are 
numerous banks. We may give another illustration. In London, 
any number of persons not exceeding six may establish a bank of 
deposit. Yet, for many years past, the number of London banks has 
not increased. In the year 1810, the number of clearing bankers 
was forty-six. At present the number of private banks, who attend 
the clearing-house, is only twenty-five. In Scotland, banking is free, 
end the banks are few. The doctrine that freedom in banking leads 
to an excessive multiplication of banks, is a theory wholly unsup- 
ported by the testimony of experience. 

5. These Banlcs have many Branches (See Appendix No. III.) — It 
is undeniably true that it is better for a country to have few banks, 
with many branches, than a great number of small independent banks. 
One advantage is, that there is greater security to the currency. 
Where there are numerous small banks, there will be occasional, and 
probably numerous failures. And if their capitals are small, they 
will sometimes lose more than their capital, and then tiie holders of 
their notes may suffer loss. But the various branches of a bank are 
interlaced together, and if one branch sustains loss the profits of the 
other branches are a compensation, and possibly in a few years the 
less fortunate branch may recover its losses. The whole capital of 
the bank is a security to the public for the notes issued at any of the 
branches. Hence local losses do not aifect the public. The share- 
holders, perchance, get a less dividend, but the bank goes on as 
before. 

The banks of Scotland have large paid-up capitals and numerous 
branches. These should always go together. A bank that has 
numerous branches should have a large paid-up capital. A bank 
that has a large paid-up capital should be established in a large town 
or city, and extend its branches into districts too poor to form 
strong banking institutions for themselves. This would give the 
less wealthy towns and districts the conveniences and security of the 
large capital of the parent bank, and prevent the formation of small 
and feeble banks in those localities. 

We may observe that the head-quarters of all the banks of Scot- 
land are in large towns or metropolitan cities. Of the seventeen 
Banks, six are in Edinburgh, four in Glasgow, two in Perth, two in 
Dundee, two in Aberdeen, and one in Inverness. In looking at 
Appendix No. I. we may observe that Scotland has not been suc- 
cessful in preserving small local banks. Those who since 1826 have 
failed, have wound up, or have found it convenient to merge in larger 
establishments, are by no means few. Private banking, too, has been 
tried and found wanting. Of the four private banks that existed in 
Edinburgh, in the year 1826, only one remains and that is now the 
only one in Scotland. The management of the currency in Scotland 
has been immeasurably superior to that of England — an advantage 
for which Scotland is indebted to the non-interference of the legis- 
lature. But it is a mistake to siippose that, in banking, Scotland has 
escaped the casualties that belong to the craft. The large profits 
made during the last war are supposed to have arisen, not so much 
from the operations of banking, as from investments in the English 

i2 
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funds. And in the commercial and manufacturing places, such as 
Aberdeen, Dundee, Glasgow, Paisley, and Greenock, the losses sus- 
tained by the banks have occasionally been very severe, and if known, 
they would probably, in proportion to the amount of transactions, 
bear a respectable comparison with the losses sustained in similar 
places by English banks. But the Scotch banks have, never been in 
the habit of publishing their accounts, and the public do not require 
it. The shareholders are satisfied that the directors and managers 
know how to govern the banks better than themselves. But in all 
the vicissitudes of banking, nothing has ever occurred to shake the 
confidence of Scotland in her banking institutions. Mr. Thomas 
Kinnear observed, that it required more skill to manage a bank in 
England than in Scotland, as the English banker had always to be 
on his guard against a withdrawal of public confidence, a danger 
from which the banks of Scotland are altogether exempt. 

II. — The Banking Operations hy which these Notes are placed in 
Circulation. 

1. Current Accounts. — These are sometimes called " Eunning 
Accounts," and by the Bank of England, "Drawing Accounts." 

The party having the account pays in to his credit bills, gold, or 
notes, and draws out the sums for which he has occasion. And as 
all the bankers' payments are made in liis own notes, the effects are, 
that all the previously existing currency is displaced, and the banker's 
notes .are substituted in its stead. 

This effect is produced and maintained more rapidly and effectively 
by the allowance of interest on the daily balance. When we say the 
banks of Scotland allow interest on current accounts, we do not 
mean that they allow interest, as is the case with some banks in 
London, merely on the lowest sum that may be to the credit of the 
account on any one day during the month, or during six months ; 
they allow interest from day to day on the full amount of the daily 
balance. Hence it is the practice for all parties having such accounts 
to pay into the banks, every afternoon, all the cash they have in their 
possession, and to draw out on the following morning the notes for 
which they may have occasion. By this means they get a day's 
interest on the sums they have placed to their credit. 

This practice is facilitated by the exemption from any charge for 
commission. The country banks in England charge a commission 
upon the amount of the debit side of a current account. Hence it is 
the advantage of a party who receives bank-notes, to pay them away 
to other parties, without passing them through his banking account. 
In Scotland no such charge is made, and therefore the notes received 
are not again paid away. Indeed, a party would not be thought to 
use his own banker well, who should pay away the notes of another 
bank. He is expected to pay in such notes to his credit, and to make 
all his payments in the notes of the bank with which he keeps his 
account. 

2. Deposit Receipts. — These deposits are usually small sums 
placed in the bank by parties who have generally accumulated them 
by their industry, and which are placed in the bank for safety and 
for interest. Theit effect upon the currency is the same as that 
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produced by current accounts. But tlie transactions are for smaller 
amounts, and the operations are far less frequent. Among the 
advantages of a sound system of banking, we ought not to overlook 
its influence on the humbler classes of society. Scotland has always 
bestowed on such classes the good elFects of the savings' banks. The 
poor had always a place of safety in which they could deposit the 
I'ruits of their labour. And thus habits of industry, of prudence, and 
of forethought, were produced and maintained. 

In England the poor had no place in which they could deposit 
their earnings, previous to the establishment of savings' banks ; aqd 
besides this, they often suffered from the failure of the private bauks 

The most weighty argument advanced, in the year 1826, for the 
abolition of small notes was, that they circulated chiefly among the 
poorer classes ; and the banks failed so frequently, as to produce 
great misery among the inhabitants of cottages. As the legislature 
despaired of improving the banks, they had recourse to the expedient 
of abolishing the notes. 

If we wish to improve the character and condition of the poor, 
one of the most eftective instruments we can employ, is a sound 
system of banking. And when we consider not only the numerous 
classes that have been reduced from wealth to poverty, but also the 
evil effects produced, and the good effects prevented, on the labouring 
population, by the system of private banking, we shall perhaps be 
induced to believe that the clause in the Bank Charter of 1708, which 
prohibited the formation of banking companies having more than six 
partners, has been more injurious to the country than any war, famine, 
or pestilence, with which the land has ever been scourged. 

3. Cksh. Credits. — A Banker is a dealer in money ; he borrows of 
one party, and lends to another ; he thus draws into active operation 
those small sums, which were previously unproductive in the hands 
of private individuals, and furnishes accommodation to those who 
have need of additional capital to carry on their operations. These 
advances are usually made in commercial towns by the discounting 
of bills. But in agricultural districts no bills exist. Hence the 
bankers, in the country parts of England, made advances to farmers 
and landlords upon the security of deeds. The banks of Scotland 
adopted a different mode, and invented cash credits. At the same 
time, they granted these credits only to such parties as had the means 
of circulating bank-notes ; and as small credits could circulate more 
notes in proportion to their amount, than large ones, the credits were 
usually confined to from 2001. to 5001. 

A cash credit is, in fact, the same thing as an overdrawn current 
account, except that in a current account the party overdraws on his 
own individual security, and in the cash credits he finds two securities, 
who are responsible for him. Another dift'erence is, that he cannoi; 
overdraw his current account without permission each time from his 
banker, whereas the overdrawing of a cash credit account is a regular 
matter of business — it is, in fact, the very thing for which the cash 
credit has been granted. As in a current account, the party having 
a cash credit may pay in or draw out money, within the limits of the 
credit, as often as he pleases, and is charged interest from day to day 
on the sum overdrawn. It is obvious that the effect on the currency 
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is the same in both cases. In the current account, the party pays in 
money every afternoon, in order to get as much interest as lie can 
from the bank ; and in the cash credit, he does the same, in order to 
pay as little interest as he can to the bank. The result is, that all 
superfluous notes are daily withdrawn from circulation. 

4. The System of JSxohanges. — All the banks in Scotland exchange 
their notes twice a week in Edinburgh, and pay the balances by 
exchequer bills. The Scotch bankers are loud in their praises of the 
system of exchanges. And justly so. But they are in error in 
supposing that nothing like it exists in England. Our country 
banks make their exchanges with each other at stated times, and pay 
the difference by a draft on London. These operations have the 
same eifect as the exchanges in Scotland, of withdrawing from circu- 
lation all the superfluous notes — that is to say, all the notes that 
come into the hands of the bankers. 

But the system in Scotland is more extended and more imiform. 
Most of the tanks have their head-offices in Edinburgh, or Grlasgow, 
with numerous branches all over Scotland, and hence they are better 
able to make arrangements for a uniform system of conducting their 
business, both with reference to the public, and with reference to one 
another. But in England, our sagacious legislators have thought 
proper to prohibit our joint stock banks of issue carrying on bu8i;nes3 
in London, or within sixty-five miles. Hence the head offices of 
these banks are widely distant from each other, and have no business 
arrangements for their general guidance. In England, a joint stock 
bank is too often an isolated body, bearing but little good-will towards 
the other joint stock banks established in the same place, and having 
no regard for the principles of joint stock bankmg beyond what 
refers to its own individual interest. By far the majority of the 
country joint stock banks employ private banks as their London 
agents.* Thus, while in their own locality, they claim public con- 
iidence upon the ground of being joint stock banks ; yet when they 
have to choose a banker for themselves, they place their funds in the 
hands of a private bank. It is this want of Union and organization 
among the banks, coupled with the small amount of their paid-up 
capital, and the appointment in some cases of incompetent persons 
to be directors and managers, which has retarded the progress of 
joint stock banking in England. 

It is easy to perceive how these different arrangements dovetail 
into one another. The operations on the current and cash credit 
accounts bring out into circulation all the notes which the wants of 
the community require; while the allowing of interest, and the 
general prevalence of saving habits, bring back to the banks all the 
notes which are not in active operation ; and by the system of ex- 
changes, all the various notes that may be lodged in any one bank, 
are immediately presented for payment to the respective banks by 

* The total number of Joint Stock Banks and Branch Banks in England, Scot- 
land^ and Ireland, who employ private bankers as their London agents is nine hun- 
dred and sixty-four (say 964), while the number who employ Joint Stock Banks as 
their London agents is only two hundred and fifty one (say 251). On the other 
hand, the number of Private Banks and Branches who employed private bankers as 
their London agents is 447, while the number who employ Joint Stock Banks as 
their Iiondon agents is only 24, 
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whom they were issued. For this beautiful system, Scotland is in- 
debted to the sagacity of her bankers. And we shall now shew how 
admirably it works in all the various changes that take place in her 
monetary transactions. 

III. — The Laws of the Circulation of Bank Notes in Scotland. 

Annual Variation. — Oije law of the circulation is, that the amount 
varies from year to year ; it is not every year of the same average 
amount (see Appendix No. VII. and No. VIII.) 

In the year 1843, the average circulation was 2,741,841^. ; in 
1854, it was 3,789,214Z. The fact is indisputable. The causes of 
this fact will admit of difference of opinion. The amount of money 
required in any country will depend upon the number and amount 
of pecuniary transactions ; and these must depend upon the quantity 
of commodities sold, and the payments that are made. Hence 
generally we may state, that the amount of the circulation wiU be 
regulated by the state of commerce and agriculture. 

Looking over the return from 1834 to 1855, we may trace a 
marked correspondence between the circulation and seasons of com- 
mercial excitement and depression in G-reat Britain. At the end of 
1836, occurred a commercial panic; the previous excitement had 
increased the circulation to an average of 3,217,887^., but after the 
panic, the average, in 1837, was only 3,074,616Z. At the end of 
1839, occurred another panic. The previous excitement had carried 
the average of the circulation of 1839, to 3,246,980Z. ; but it declined 
during the first months of 1840, though it recovered by the end of 
the year. In 1842, and 1843, the circulation was low. The country 
circulation of England was also low. When, in 1844, Sir JRobert 
Peel wished to fix upon the average circulation of the previous two 
years, as the maximum of the future circulation, both the private and 
joint stock banks of England resisted this on the grounds that those 
two years were years of depression, and a greater amount of notes 
would be required when trade should revive. In 1844, trade did 
revive ; and in addition to this,- the railway speculations came on iu 
the years 1845, and 1846. The effect is seen in the increase of th^ 
average circulation of Scotland, in 1845, to 3,307,132Z. ; in 1846, to 
3,439,564Z.; and in 1847, to 3,516,450Z. But in October, 1847, 
came another panic — trade was paralysed ; and in 1848, and 1849, 
the circulation fell to 3,162,692Z., and 3,184,078Z. But in 1850, trade 
was again stimulated by the importations of gold from Australia, and 
the circulation rose. The average amounts in the years 1850 to 
1854 were as follows : — 



£ 

1850 3,225,214 

1851 3,242,922 

1852 3,403,949 



£ 

1853 3,789,214 

1854 4,055,216 



We consider it then a law of the currency, in Scotland, that the 
amount will vary annually, according to the excitements and the 
depressions in trade. 

Variations during the same Year. — A second law of the currency 
in Scotland is, that the amount during each year is not uniform 
throughout the year, but varies from month to month (see Appendix 
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No. VII. and VIII.)* This is obvious to inspection. But if we 
farther compare the different years with one another, we shall dis- 
cover a farther law. The lowest amount of the circulation is in 
March, and the highest in November. The advance, however, 
between tJiese two points is not uniform; for the highest of the 
intervening months is May or June,* after which there is a slight 
reaction, but it increases again until November, and falls oif in 
-December. These are statistical facts, and the uniform occurrence 
during successive years, shows the existence of a law. The causes 
of these facts cannot so easily be deduced from the tables, but must 
be gathered from testimony. From the evidence of the Scotch 
bankers, before the Parliamentary Committee of 1826, we learn that 
the cause of the great increase of notes in May and November is, 
that these are the seasons for making payments. The interest due 
on mortgages is then settled ; annuities are then paid ; the country 
people usually take their interest on their deposit receipts ; and the 
servants receive their wages. There are frequently large sums trans- 
ferred by way of mortgage. It is the custom of Scotland to settle 
all transactions, largo as well as small, by bank notes— not by cheques 
on bankers as in London. It will be observed, by Appendix No. VII., 
that these monthly variations occur uniformly every year ; while the 
amounts of the circulation in the corresponding month of different 
years, undergo comparatively but little change. The Law of 1845 
has made no change in this respect (see Appendix No. VIII.) 

Variations in amownt of Notes for large and small Sums. — ^A third 
law of the circulation in Scotland is, that the amount of notes in 
circulation under 51. is greater than the amount of notes of 51. and 
upwards. (See Appendix No. IX.) 

The Bank of Scotland first issued notes of 11. in the year 1704 ; 
and from that time to the present, they have never been prohibited. 
In the year 1765, a practice prevailed in Scotland of issuing notes of 
a less sum than 11., and which were made payable to the bearer on 
demand, or payable at the option of the issuer at the end of six 
months, with legal interest from the demand to that time. By an 
Act passed in that year, all notes under 11., and all notes having this 
optional clause, were prohibited. 

In the " Gentleman's Magazine," for 1765, there is a description 
of one of these notes ; it is for one shilling Scots, which is equal to 
one penny English. It is drawn after the following form : — 
Shi Scots. No. Edinburgh. 

The Mason Sorrotvmen Cotnpany oblige themselves to pay to 
Solomon Hod, or bearer. One Shilling Scots on demand, or at the 
option of the Directors, one shilling Scots, with the legal interest at 
the end of six months after the day of demand ; and for ascertaining 
the demand, and the option of the Directors, the accountant with 
one of the tellers of the company are hereby ordered to sign, the day 
of presenting this Note, on the back of the same. 

By Order of the Court W. J., Accoimtant. 

of Directors. Gr. O., Teller. 

* Since 1844 the returns have been made, not every month, but every /bur weeks. 
Hence we should notice the dates of the returns : for example — a return for the four 
weeks ending December 1st, 1849, is properly the return for November. 
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After the panic of 1825, it was proposed by the Government to 
abolish all notes under 51. in Scotland, as well as in England ; 
Committees of both Houses of Parliament were appointed to report 
upon the subject. The evidence laid before these Committees, and 
probably also the letters of Sir "Walter Scott, published under the 
name of "Malachi Malagrowther," had the effect of causing the 
measure to be postponed. The following is an extract from the 
evidence of Mr. Kobert Paul, the secretary of the Commercial Bank 
of Scotland, as to the effect of the abolition of small notes : — 

" We should diminish the number of our branches, because wo 
should be involved in an expense, in the transmission of gold, which 
the proiits arising out of our branches could never compensate. 

" We should withdraw our cash accounts, because they could no 
longer accomplish the end for which they are granted — which was, 
the maintaining our circulation, especially of our small notes. 

" We should diminish the interest of our deposit accounts, 
because we should then be required to keep a very large amount of 
dead stock of gold in our coffers, to meet the constant variations that 
would arise, and to keep it wholly unproductive." 

The greater amount of small notes arises from the greater number 
of small transactions. This is no proof of the poverty of Scotland, 
but on the contrary of the general diffusion of wealth. 

We observed last year at Liverpool : — * " If we look to the 
present state of the circulation in Ireland and Scotland, we shall find 
that the small notes form the larger proportion, and the amount 
furnishes no confirmation of the doctrine, that small notes diminish 
in wealthy countries. Scotland is a wealthier country than Ireland, 
yet has a larger proportion of small notes. And the north of Ireland 
is wealthier than the south, yet the banks of Belfast have a larger 
proportion of small notes than the banks of the south." 

When large masses of the population are in extreme poverty, a 
one pound note is a luxiu^y they never reach. But where a large 
small-note circulation exists in a country, and is maintained from 
year to year, it shews that the main body of the people are in that 
comfortable condition which requires the use of bank notes. 

A fourth law of the circulation in Scotland is, that in the com- 
paratively poor and thinly peopled districts the proportion of small 
notes circulated, is greater than in districts more wealthy, and more 
densely peopled. (See Appendix I^o. X.) 

Our evidence on this point is not so ample as it would be if every 
district in Scotland had a local bank. The banks of Edinburgh and 
Glasgow have branches opened in various districts ; and as we have 
no returns of the circulation of each branch, we cannot tell the pro- 
portion of large and small notes that circulate in any one district. 
Out of Edinburgh and Glasgow there are local banks at Perth, 
Dundee, Aberdeen, and Inverness. And we find that these local 
banks circulate a larger amount of small notes, in proportion to the 
whole circulation, than is circulated by the other banks. We also 
find that the Western Bank of Scotland, which has a great number 
of branches established in thinly peopled districts, circulates a large 

* Paper on the " Laws of the Currency in England," read before the Statistical 
Section of the British Association. — Statistical Journal, vol xvii., p. 289. 
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proportion of small notes. Generally speaking, the banks that have 
the greatest number of branches, circulate the largest proportion of 
small notes. And this establishes our law ; for where the branches 
are numerous, some, if not many of them, must be established in the 
rural distucts. 

The following extracts, from a Bank Agent in Inverary, which 
was laid before the Parliamentary Committee of the year 1826, bears 
evidence to the same law : — 

" Our produce chiefly consists of cattle and sheep, grain, wood, 
kelp, and the production of the fisheries. Cattle are brought to the 
country markets by the breeders, chiefly small farmers, every man 
attendmg his own, and having generally from one to three young 
animals for sale. There they are met by the dealers and graziers, 
who purchase such of the beasts as suit them ; and it is seldom that 
a single animal at the age of one or two years, being the ages at 
which they sell them to the dealers and graziers, comes to the price 
of 51., the' price is more frequently from 21. to M. Of these, a dealer 
often pm-chases two or three hundred in single beasts ; so that he 
has more than 11. and less than 51. to pay to each of as many sellers ; 
but he has no notes under 51., and the sellers are not able to return 
balance in any coin. This will occur to many dealers at every 
market ; and how is the difficulty to be removed ? 

" It is the same in the case of grain, of which bear, or barley, is 
what is chiefly sold by small farmers to the distilleries. In settling 
for some bolls bought in small quantities of two or three bolls, 51. 
notes will be found most inconvenient; and the purchasers and 
manufacturers of wood and bark, and of sea-weed for kelp, who 
require many hands, and pay oflf their workers generally once in the 
month, none of whom will draw so small a sum as 11., nor so large 
a sum as 51., will experience the same difficulty. 

" The herring fishery on our coasts employs several thousand 
men, and is of very great importance. Instances have occurred of 
lierrings being taken in Lochfine alone to the value of 40,000?. in 
one season ; and a thousand boats are generally employed there in 
the fishing. The fishermen, every morning, sell their fish to the 
curers on shore, receive their money, and- set out in quest for more. 
The value of each boat's fishing for a night sometimes exceeds 51., 
but generally is under it ; and there are in this fishing station alone 
a thousand boats to be paid off every morning, of whom most probably 
two-thirds have to receive less than 51. each. 

" In transmitting money from one part of the country to another, 
the same difficulty will often present itself. Suppose a person in the 
"Western Isles has to pay 19*. to one on the continent. At present 
this may be conveniently done by three notes of 51. and four otll., 
enclosed by post ; but when there shall be no 11. notes, the odd 4Z. 
must be sent in gold or silver, not conveniently carried in a post 
letter, and requiring that a person be employed for the purpose, and 
at some expense." 

Kfthly, we may observe, as a law of the circulation in Scotland, 
that the small notes in circulation do not fluctuate in exact con- 
formity with the fluctuations in the amount of large notes. (See 
Appendix No. I.) 

In a paper we read before the British Association at Belfast, in 
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the year 1852,* we made the following observation upon the circula- 
tion of Ireland : — " Viewing the monthly circulation we observe that 
the small notes, like the large notes, are at their lowest amount about 
the month of August, and at their highest amount about January. 
But we observe also, that from August the small notes increase more 
rapidly than the large ones, and after January, they decline more 
rapidly ; so that in every year the proportion of small notes in circu- 
lation is greater in January than in August. In a table that I have 
compiled for the purpose it is shown, that the small notes bear a 
higher proportion to the large notes in the month of January, than 
in the month of August. Thus, in January, 1846, the small notes 
were 58'94 per cent, of the circulation ; but in August, they were 
only 5433 per cent. We may also observe, that those years that 
have the largest circulation have also the largest proportion of small 
notes. Thus, in 1846, the respective proportions for January and 
August, are 58"94 and 54-33 ; but, in the year 1849, the proportions 
were only for January 50'72, and for August 44'95 per cent. This 
is an indication that the reduction of circulation had taken place 
chiefly in the small notes ; and this again shows, that the distress 
had fallen chiefly on the smaller cultivators of the soil." 

It will be seen that the fluctuations in the amount of notes in 
circulation in Scotland do not correspond with those of Ireland. It 
will also be seen that there is no corresponding fluctuation in the 
small notes, as compared with the large notes. In Ireland, when 
the total circulation is at the highest, the circulation of the small 
notes is at the highest, and higher in proportion than when the total 
circulation is lower. It is not so in Scotland. It will be seen by 
Appendix No. XI., that the highest circulation in the year 1854, was 
during the four weeks ending June 10th, and November 25th. In 
these periods the small notes were also high, but not so high in pro- 
portion to the large notes, as in the months ending April 15th, and 
September 30th. The difference between the two countries arises 
from this. — In Ireland, the increase in the circulation from September 
to January arises from the harvest ; and as the produce is purchased 
from the farmers in small quantities, the greatest increase is in the 
small notes. But in Scotland, the increase of the circulation in May 
and November arises from large payments, such as we have men- 
tioned; and therefore the greatest increase is in large notes. It is 
not the custom to make these payments by cheques, as in London, 
but in 100^. bank notes. 

These are some of the laws of the currency in Scotland. More 
minute returns, or a more minute acquaintance with the operations 
of the banks, might possibly discover other laws. But these are 
sufficient to show that the circulation of notes in Scotland is not 
regulated, as some have supposed, by the mere caprice of the bankers, 
but by fixed causes connected with the economical condition of the 
country. 

It must not be supposed that these laws of the currency are 
peculiar to Scotland. On the contrary, we think they exist more or 
less in all countries. But in Scotland they are capable of statistical 
demonstration. They can be more distinctly traced, inasmuch as 
Scotland has no gold currency ; no banlts with exclusive privileges ; 
• Fablished in the Journal qfthe Statistical Soeiey of London, vol. xv., p. 307. 
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nor banks of issue whose partners are limifcecl to six. There is no 
law to restrict the junction of two or more banks of issue. There is 
no circle drawn around Edinburgh, within which large banks of issue 
are not allowed to enter ; but every bank may issue notes in any part 
of the land. Her bankers are not dealers in gold or silver bullion : 
nor have their notes ever been issued with any view to afiect the 
foreign exchanges, or to promote the financial operations of the 
G-overnment. 

IV. — The Operations affecting the Gurreney hy the Laws o/^lSiS. 

The Act which now regulates the issue of bank notes in Scotland, 
is 8 & 9 "Vict., c. 38, passed in the year 1845. 

By this Act the power of issuing notes is confined to those 
banks that issued notes in the year preceding the first day of May, 
1845. And the amount, to which each bank may issue, is not to 
exceed the average amount of notes it had in circulation during the 
year ending the 1 st of May, 1845 ; and the amount of gold or silver 
coin it may at the time have in possession at the head office or prin- 
cipal place of issue, in the proportion that the silver shall not be 
more than one-fourth the amount of the gold. 

This Act was to come into operation on the 6th day of Decembei', 
1845. After which day, each banker is to make weekly returns to 
the Stamp-Office of his notes in circulation, and of the gold and silver 
coin on hand ; and the averages of four weeks are to be published in 
"The London G-azette," with a certificate from the commissioner as to 
whether the bank has held the amount of coin required by this Act. 

All banks, except the Bank of Scotland, the Royal Bank of Scot- 
land, and the British Linen Company, are required to send to the 
Stamp Office, between the 1st and 15th days of January, inclusive 
the names of all their partners, which shall be published by the 1st 
day of March following, in some newspaper circulating within, each 
town or county respectively, in which the head oflice or principal 
place of issue of such bank is situated. Bank of England notes are 
not to be a legal tender in Scotland. 

The issue of bank notes in England is regulated by the Act of 
1844. But the provisions of the two Acts differ in several respects. 

The Act which limited the circulation of Scotland, provided against 
its amount becoming reduced by allowing two or more banks to unite, 
and to issue notes to the amount of their united circulations. Henco 
if a bank of issue has occasion to wind up its affairs, it will make an 
arrangement with some other bank of issue, and by making an agree- 
ment for some kind of union, it can transfer the amount of its 
circulation. In England, on the other hand, if any bank of issue not 
exceeding six, should increase the number of its partners beyond six, 
it loses its circulation. If any two banks of issue, each not exceeding 
six partners, should unite so as to increase the number of partners 
beyond six, both banks would lose their circulation. If any private 
bank should transfer its business to a joint stock bank, the circulation 
would be lost. If any joint stock bank should merge its business in 
another joint stock bank, its circulation would be lost. If any two 
joint stock banks of issue should unite and form a new bank, the 
circulation of both banks would be lost. 

But the Act of 1845, not only provided for the maintenance of 
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the circulation of Scotland, it also permitted its extension. Any 
bank was allowed to increase its issue beyond the certified amount, 
provided it held in its coffers a sum of gold equal to the amount of 
the excess. The Act of 1844, prohibited every English bank from 
issuing beyond the certified amount ; and should it do so, for even 
a single month, it incurred a penalty equal to the amount of the 
excess. 

The Act of 1845, has produced several practical effects in the 
management of the banks of Scotland. Had not the Act of 1845 
been passed, it is probable that new banks of issue would have been 
formed in Scotland during the speculations of the year 1846 ; and 
there might have been great competition between the old and the 
new banks. There is now among the banks a less spirit of compe- 
tition than formerly. There are i'ewer attempts to attract customers 
by the offer of increased accommodation. There is a less disposition 
to grant cash credits, and a less anxiety to obtain those accounts that 
put into circulation a large amount of notes. Some advances too 
have been made upon banking charges. The banks have attempted 
to reimburse themselves for the increased expense of keeping gold, 
by charging a commission upon the amount of the cash credits and 
upon payments made in London. Thus confirming the doctrine — a 
doctrine that statesmen are slow to learn — that restrictions upon 
banks are taxes on the public. 

It may be asked. What is the reason that, since the year 1844, 
the circulation of Scotland has almost uniformly advanced, while 
that of the private and joint stock banks of England has uniformly 
declined ? 

In our paper on the Laws of the Currency in England,* read last 
year before the Statistical Section at Liverpool, we stated what we 
considered to be the causes of the decline in the English circulation. 
But these causes do not apply to Scotland. The banks of Scotland 
were permitted to issue beyond the certified circulation upon a deposit 
of gold. The introduction of the penny postage did not reduce their 
notes, as this was rendered unnecessary by their system of exchange. 
The banks had no inducement offered to them to withdraw their 
notes ; and they had to maintain no contest with branches of the 
Bank of England. The banks of Scotland too had large capitals, and 
were free from the contingencies attached to those English banks 
which had been called into existence by the iniquitous Act of 1708. 
To this it may be added, that the deposit system of banking with 
payments by cheques, has not extended in Scotland as in England, 
since the Acts of 1844 and 1845. 

In operating on his current account, it is not the general practice 
in Scotland for a customer to draw cheques on the bank for his indi- 
vidual payments, nor to accept bills payable at the bank. If he has 
to make twenty payments in the course of the day, lie will go to the 
bank in the morning, and draw out in one sum a sufficient amount of 
notes to make aU these payments. On the other hand, if a customer 
should receive money from twenty different people in the course ot 
the day, he will not receive cheques, as there are none in circulation, 
but bank notes, which, at the close of the day, he will pay in one sum 
into the bank. In England, all these receipts and payments would 
* Statistical Journal, vol. xvii,, p. 289. 
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be made in cheques, each having probably odd shillings and pence. 
From this cause the trouble and expense to a bank of conducting a 
current account is much greater in England than in Scotland. 

A few years ago an attempt was made to form a bank to be called 
the Dunedin Bank of Scotland. One of the advantages it held out 
to the public was the adoption of the English system of drawing 
cheques for individual payments. The advantages of this system are 
pointed out in the prospectus (see Appendix No. XII.), and it was 
proposed to charge the customers of the bank a half-penny or, if 
necessary, a penny on each cheque. Here we find that the Scotch 
bankers calculated that the adoption of the English system of drawing 
cheques might occasion a cost to the bank of one penny a cheque. 
And yet, a few months ago, it was proposed in Parliament to lay 
upon these cheques a charge of another penny in the form of a stamp 
duty. Thanks to the exertions of the London committee of deputies 
from the joint stock banks, and the good sense of the Chancellor of 
the Exchequer, the plan was abandoned. (See Appendix No. XIII.) 

In addition to these negative causes connected with the circu- 
lating notes in Scotland, there have been others of more active 
operation. Scotland has not only shared largely in the general 
prosperity of the United Kingdom, but has had local causes of pros- 
perity arising from the immense sums expended, since the year 
1845, in the construction of railways, and the great increase in the 
manufactures and commerce of Glasgow, and its neighbourhood. 

The Act of 1845, has not been successful in imparting to the 
people of Scotland a taste for gold. The bankers are too wise to issue 
the gold unless when it is demanded ; and the public are too wise to 
make such a demand. Hence when the increase of the currency 
requires a further importation, the gold is quietly brought from 
London to Edinburgh, is quietly locked up in the vaults of the bank, 
and when no longer required, is quietly sent back again. Of course 
this is a loss to the banks, of interest, and of the expenses of these 
transmissions. But in this way it is less injurious than if put into 
circulation. Disastrous for Scotland will be the day when the people 
shall become inoculated with the love of a gold currency. The effect 
of such a desire in England is strikingly exhibited in seasons of 
pressure. When such pressures occur in Scotland, the banks can 
employ their whole resources to assist their customers and to support 
public credit. But when they occur in England, the banks have, in 
the first instance, to take care of themselves. The banks of issue 
have to find gold to meet their notes, and at a time too when the 
gold is leaving the country, and causing a corresponding contraction 
of Bank of England notes. (See Appendix No. Xl V.) 

"We may observe in conclusion, that the laws of the currency in 
Scotland, to which we have invited the attention of the Section, 
have not been enacted by the legislature. From 1765 to 1825, a 
period of sixty years, no Act of Parliament was passed for the regu- 
lation of the issue of bank notes in Scotland. And the Act of 1765 
was merely to prohibit note's under 51. And were an English states- 
men now to put to the Scotch bankers the question, once addressed 
by a minister of commerce to a body of French merchants, — " What 
can I do to serve you?" they would probably make the same reply— 
" The greatest service you can render us, is to let us alone." 
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The following table, which I constructed from the Parliamentary 
Evidence of 1826, contains an account of the number of the banks in 
Scotland, the name of the firm or bank, date of its establishment, 
place of the head ofSce, number of branches, and the number of 
partners. 

No. I. 



Names of Banks or Firms. 



Date. 



Head 
Oflice. 



Number 

of 
Branches. 



Number 

of 
Partners 



1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 
10. 
11, 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 



Bank of Scotland 

Royal Bank of Scotland 

British Linen Company 

Aberdeen Banking Company 

Aberdeen Town and Country Bank 

Arbroath Banking Company 

Carrick and Co., or Ship Bank 

Commercial Banking Company of Scotland 

Commercial Banking Company 

Dundee Banking Company 

Dundee New Bank 

Dundee Commercial Bank 

Dundee Union Bank 

Exchange and Deposit Bank 

Falkirk Banking Company 

Fife Banking Company 

Greenock Banking Company 

Glasgow Banking Company 

Hunters and Co 

Leith Banking Company 

National Bank of Scotland 

Montrose Bank 

Paisley Banking Company 

Paisley Union Bank 

Perth Banking Company 

Perth Union Bank 

Ramsays, Bonars, and Company 

Renfrewshire Banking Company 

Shetland Bank 

Sir William Forbes and Co 

Stirling Banking Company 

Thistle Bank 



1695 
1727 
1746 
1767 
1825 
1825 
1749 
1810 
1778 
1777 
1802 
1825 
1809 

1787 
1802 
1785 
1809 
1773 
1792 
1825 
1814 
1783 
1788 
1766 
1810 
1738 
1802 



1777 
1761 



Edinburgh 

Ditto 

Ditto 

Aberdeen 

Ditto 

Arbroath 

Glasgow 

Edinburgh 

Aberdeen 

Dundee 

Ditto 

Ditto 

Ditto 

Edinburgh 

Falkirk 

Cupar, Fife 

Greenock 

Glasgow 

Ayr 

Leith 

Edinburgh 

Montrose 

Paisley 

Ditto 

Perth 

Ditto 

Edinburgh 

Greenock 

Lerwick 

Edinburgh 

Stirling 

Glasgow 



16 
1 

27 

6 

4 

2 
None 
31 

None 
None 

1 
None 

4 



1 

3 

4 
8 
2 
4 
3 
5 

None 



Chart. 

Ditto 

Ditto 

80 

446 

112 

3 

521 

35 

61 

6 

202 

85 

1 

5 

39 

14 

19 

8 

15 

1,238 

97 

6 

4 

147 

69 

8 

6 

4 

7 

7 

6 



Of these 32 banks only 8 remain. These are Nos. 1, 2, 3, 5, 8, 10, 21, and 25. 
Private Banking Companies, in the Year 1826, who did not Issue Notes. 



Kame of Firm or Banks. 


Date. 


Head 
Office. 


Number 

of 
Branches. 


Number 

of 
Partners 


1. Thomas Kinnair and Sons 


1748 
1773 

1776 


Edinburgh 
Ditto 
Ditto 
Ditto 


None 
None 
None 
None 




2. Donald, Smith, and Co 




3, Robert Allen, and Son. 




4. Alexander Allan and Co 









Of these only one remains, (No. 4.) 
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No. II. 

The following Banks of Issue have been formed since 1826, and 
still remain : — 



Name of Bank. 



1. The Union Bank of Scotland .... 

2. The Western Bank of Scotland..., 

3. The Central Bank of Scotland .... 

4. The North of Scotland Bank 

5. The Clydesdale Bank 

6. The Eastern Bank of Scotland .... 

7. The Edinburgh and Glasgow Bank 

8. The Caledonian Bank 

9. The City of Glasgow Bank 



Head Office. 



Glasgow 

Ditto 

Perth 

Aberdeen 

Glasgow 

Dundee 

Edinburgh 

Inverness 

Glasgow 



Date. 



1830 
1831 
1834 
1836 
1838 
1838 
1838 
1839 
1839 



Three other banks have also been formed since 1826, but they have since merged 
into other establishments. These are — 

1. The Ayrshire Bank, at Ayr, 1831, merged in the Western Bank of Scotland. 

2. The Southern Bank of Scotland, at Dumfries, 1838, merged in the Edinburgh 

and Glasgow Bank. 

3. The Glasgow Joint Stock Bank, at Glasgow, 1840, merged in the Edinburgh 

and Glasgow Bank. 



No. III. 



The following table exhibits the capital and other particulars of 
the Banks of Issue in Scotland, with the Price of their Shares, as 
publicly quoted in December, 1854. 

(From the Edinburgh Almanack for 1855.) 



Insti- 


Name, 


Part- 
ners. 


Bran- 
ches. 


Paid up 
Capital. 


Dividend. 


Share 
Paid. 




tuted. 


Kate. 


Payable. 


Price. 


1695 


Bank of Scotland* 


979 

578 

645 

1,486 

850 

1,540 

484 

1,437 

76 

420 

1,255 

1,429 

1,270 

819 

200 

447 


31 

9 

44 

53 

42 

56 

22 

14 

28 

1 

4 

81 

11 

43 

8 

7 

8 


£ 

1,000,000 

2,000,000 

1,000,000 

t600,000 

1,000,000 

1,000,000 

1,000,000 

134,575 

191,352 

60,000 

121,140 

1,500,000 

807,380 

1,000,000 

125,000 

100,050 

62,500 


7 
5 
8 

ts 

7 

8 

4 

6 

8 

5 

6 

8 

6 

H 

8 

9 

8 


Apr. & Oct. 
Jan. & July 
June & Dec. 
Jan. & July 
Jan. & July 
Jnne&Dec. 
Feb. & Aug. 
Mar. & Sept. 
May & Nov. 

March 
May & Nov. 
July & Dec. 
Feb. & Aug. 
Feb. & Aug. 

August 

July 

September 


£ 

100 

100 

100 

100 

100 

50 

5 

5 

2i 
60 
10 
50 
10 
10 

n 

100 
25 


£ ». d. 
178 10 


172; 


Royal Bank* 


128 


1746 
1810 


British Linen Company* 


205 10 
205 


1825 
1829 
1838 
1825 
1836 
1763 
1838 
1832 
18.38 
1839 


National Bank of Scotland*.... 

Union Bank of Scotland 

Edinburgh and Glasgow Bank 
Aberdeen Town & County Bk. 
North of Scotland Bnkg. Co. 
Dundee Banking Company.... 
Eastern Bank of Scotland ... 
Western Bank of Scotland .... 
Clydesdale Banking Company 


168 15 

90 

4 14 

6 17 

4 12 

85 

10 15 

77 10 

12 

10 17 6 

3 18 6 

200 

50 


1838 
1766 
1834 


Caledonian Banking Company 

Perth Banking Company 

Central Bank of Scotland .... 

Average 




13,915 
818 


462 
27 


11,701,997 
688,352 











* The capital of the banks marked with an asterisk is not in shares, but in stock, transferable to 
any amount. f And a bonus of 2 per cent. 
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No. IV. 
Joint-Stock Banks. 

" There is no limitation upon the number of partners of which a 
banking company may consist, and, excepting in the case of the Bank 
of Scotland, and the two chartered banks, which have very consider- 
able capitals, the partners of all banking companies are bound jointly 
and severally, so that each partner is liable to the whole extent of his 
fortune for the whole debts of the Company. 

" The law relating to the establishment of records gives ready 
means of procuring information with respect to the real and heritable 
estate of which any person in Scotland may be possessed. No pur- 
chase of an estate in that country is secure until the seisine (that is, 
the instrument certifying that actual delivery has been given,) is put 
on record; nor is any mortgage effectual until the deed is in like 
manjier recorded. 

" In the case of conflicting pecuniary claims upon real property, 
the preference is not regulated by the date of the transaction, but by 
the date of its record. These records are accessible to all persons ; 
and thus the public can, with ease, ascertain the eifective means 
which a banking company possesses of discharging its obligations, 
and the partners in that company are enabled to determine, with 
tolerable accuracy, the degree of risk and responsibility to which the 
private property of each is exposed."* 



No. V. 

A Statement of the Amount of the Paid-up Capitals and of the Deposits in 
the Joint-Stoeh Banks of iMndon, and the Proportion Per Cent, which the 
Capitals bear to the Deposits. 





Paid-up 
Capital. 


Deposits. 


Proportion 
per Cent, 
of Capital 
to Deposits. 


London and Westminster^ g^^^ j^^^ ^g^^ 


£ 
1,000,000 


£ 
8,166,553 


12* 


London Joint Stoclc Banlc „ 


600,000 


6,534,238 


9 


Union Banlc of London „ 


600,000 


8,36.3,460 


7 


Commercial Banlc „ 


300,000 


1,317,554 


22J 


Royal Britisli Bank „ 


100,000 


982,382 


10 








2,600,000 


25,364,187 


m 




466,332 


4,012,223 


Hi 








3,066,332 


29,376,410 


10} 



• Report of the Committee of tlie House of Commons appointed in 1826 to con- 
sider the expediency of abolishing all notes under 5/. 
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No. VI. 

Faid-up Capital. 

" Two great errors appear to have been committed in the forma- 
tion of Joint Stock Banks in England, and until these are remedied 
such establishments can hardly expect tp reach a higher degree of 
importance or credit than is attainable by a wealthy private bank. 
These evils, are, in the first place, too small a capital relatively to the 
extent of business undertaken ; and, in the next place, the circum» 
stance of the issues of Joint Stock Banks being left uncontrolled by 
any effective system of exchange. 

" The advantage of a small capital in banking is, that it enables 
the establishment, if at all successful in business, to pay a large 
dividend. The profits of banking depend, in a great measure, on the 
amount of deposits and circulation, and according as these are great 
or small, compared with the extent of the capital, will the company 
be enabled to divide a larger or smaller dividend. It therefore 
becomes the obvious policy of those establishments, the managers of 
which conceive that the success of a bank is proved by the early pay- 
ment of a high dividend to keep the capital of the company within 
the narrowest possible limits. 

" This system has been carried to the utmost extreme in England, 
and hence, although large dividends have been paid to the share- 
holders, there has been no corresponding increase of confidence on 
the part of the public. 

" The Scotch Banks, on the other hand, have pursued a directly 
oppo.site course. Their object has been to secure public confidence 
by the extent of their capital, and they have continued to pay mode- 
rate dividends to their shareholders, until justified in augmenting 
them by years of success, and a large accumulated sinking-fund. So 
well, indeed, is this system understood, and so completely has it 
attained its purposes, that the slightest appearance of improvidence 
displayed by a Scotch Joint Stock Bank, in fixing the amount of its 
dividend, has been invariably attended with a decrease of the public 
confidence in the stock of the establishment. In this manner public 
confidence has been secured, the value of Scotch bank stock has risen 
in the market, and the shareholders have received their extra profits 
as a bonus, or in the increased value of their own shares. 

" Thus, instead of being looked upon as establishments aiming at 
the ephemeral advantage of making a large dividend, for stock-jobbing 
or temporary purposes, our banks have almost invariably assumed the 
character of permanent national establishments, identified with the 
prosperity of the country, and, by means of their small note circular 
tion, conferring benefit on, as well as obtaining the confidence of, 
every class in the commimity." — Letter to J. Jr. Oilbart, Usq., on 
the Selative Merits of the Hiiglish and Scotch Banking Systems, hy 
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No. IX. 



The Circulation of the Banks in Scotland, with the Proportion between the 
Large and Small Notes during the Four Weels ending June &h, 1855. 



Name of Banks. 


Total 
Circulation. 


Notes of £5 

and 

upwards. 


Notes 
under £5. 


Proportion 

Per Cent. 

of Notes 
under £5 to 

the wliole 
Circulation. 




£ 


£ 


£ 




Bank of Scotland 


421,872 


143,151 
79,435 


273,721 


64'88 


Royal Bank of Scotland 


208,772 


129,337 
323,219 


61-95 




529,024 


205,805 


61-10 


Commercial Bank of Scotland .... 


525,560 


182,176 


343,384 


65-34 


National Bank of Scotland..... 


358,353 


123,725 


234,628 


65-47 


Union Bank of Scotland andi 








Banking Company in Aber-, 


546,705 
170,587 


200,190 
69,725 


346,515 
100,862 


63-38 


Edinburgh and Glasgow Bank .... 


59-13 


Aberdeen Town and County Bank 


124,785 


48,419 


76,366 


61-20 


North of Scotland Banking Com- ' 
pany 


239,311 


128,578 


110,733 


46-27 




45,464 


17,861 

18,914 

185,552 

60,273 


27,603 


60-71 




43,130 
577,039 
166,839 


24,216 
391,487 
106,566 


56-15 


Western Bank of Scotland 


67-84 


Clydesdale Banking Company .... 


63-87 


City of Glasgow Bank 


221,334 

77,851 


94,901 
27,360 


126,433 
50,491 


57-12 


Caledonian Banking Company ... 


64-86 




57,331 


22,410 
24,232 


34,921 
39,505 


60-91 


Central Bank of Scotland 


63,738 


61-98 






Totals 


4,377,695 


1,632,707 


2,744,987 


62-70 
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No. X. 



Amount of Bank Notes authorigecl by law to he issued by the several Banks of 
Issue in Scotland, and the Average Amount of Bank Notes in Circulation 
and of Coin held during Thirteen Periods of Four Weeks, from November 
27th, 1852, to October 29th, 1863y and from November 2Qth, J 853, to 
Octder 28th, 1854 — aspublished in the Gazette, 



Names of Banks. 



Authorized 
Circulation. 



Average 

Circulation, 

1852-53. 



Coin, 
1852-53. 



Average 

Circnlatton, 

1853-54. 



Coin, 
1853-64. 



Bank of Scotland 

Royal Bank 

British Linen Com-) 
pany ) 

Commercial Bank of 1 
Scotland I 

National Bank ofl 
Scotland / 

Union Bank of Scot- \ 
land ...../ 

Edinburgh and Glas- 1 
gow Bank ' 

Aberdeen Town and) 
County Bank I 

North of Scotland 1 
Banking Company/ 

Dundee Banking) 
Company I 

Eastern Bank of) 
Scotland ) 

Western Bank ofl 
Scotland J 

C8ydesdale Banking! 
Company / 

City of Glasgow Bank 

Caledonian Banking) 
Company J 

Perth Banking Com- 1 
pany / 

Central Bank of Scot- ) 
land / 

Average 



£ 
300,485 

183,000 



£ 
369,432 

184,703 



438,024 


467,543 


374,880 


459,926 


297,024 


308,480 


415,690 


493,311 


136,657 


153,762 


70,133 


96,844 


154,319 


175,925 


33,451 


34,791 


33,636 


37,218 


337,938 


501,765 


104,028 


126,559 


72,921 


160,316 


53,434 


66,586 


38,656 


43,520 


42,933 


52,314 



£ 
127,006 

48,253 
133,191 

141,611 
60,716 

141,989 
40,609 
34,520 
40,477 

5,417 

7,277 

220,458 

43,992 
99,576 
23,745 

1.3,159 

16,021 



£ 
396,179 

186,749 
501,663 

500,233 

342,222 

519,750 

158,068 

107,188 

196,382 

37,707 
42,514 

526,632 

140,819 

178,635 

74,552 

49,187 

58,680 



£ 
155,608 

52,265 
159,633 

183,925 
85,761 

168,380 

47,694 

42,318 

58,857 

7,551 
12,199 

272,780 

68,908 

119,796 

31,948 

18,037 

22,360 



3,087,209 



181,600 



3, 732^995 



219,587 



1,198,017 



70,471 



4,026,160 



236,832 



1,508,020 



88,707 
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No. XI. 

A Table showing the Proportion between the Small and the Large Notes in 
Circulation in Scotland in each Month during the Year 1854. 



1864. 
The Four Weeks ending 


Total 
Circulation. 


£5 and 
upwards. 


Under £5. 


Proportion 

Per Cent, of 

Notes under £5 

to the whole 

Cireuialion. 


January 


21st .... 


£ 
3,998,126 


£ 
1,345,312 


£ 
2,652,812 


66-35 


February 


18th .... 


3,974,109 


1,405,994 


2,568,114 


64-62 


March 


18th .... 


3,844,363 


1,350,554 


2,493,804 


64-87 


April 


15th .... 


3,834,098 


1,314,003 


2,520,091 


65-73 


May 


13th .... 


3,967,606 


1,398,615 


2,568,986 


64-75 


June 


10th .... 


4,319,098 


1,530,290 


2,788,804 


64-57 


July 


8th .... 


4,029,561 


1,408,582 


2,612,272 


64-83 


August 


5th .... 


3,962,576 


1,384,162 


2,578,413 


65-07 


September 


2nd .... 


3,867,441 


1,304,628 


2,562,808 


66-27 


September 


30th .... 


3,970,706 


1,322,002 


2,648,696 


66-71 


October 


28th .... 


4,182,128 


1,454,939 


2,727,185 


65-21 


November 25th .... 


4,451,908 


1,543,601 


2,908,304 


65-33 


December 


23rd .... 


4,316,095 


1,522,168 


2,793,922 


64-73 



No. XII. 
The Bunedin Bank {Payments hy Cheques'). 

" Were the principle adopted in its full extent, the bank would, 
in reality, become general cashier for their customers ; and the 
necessity of having money in hand, for the purpose of meeting every- 
day expenses, would be, in a great measure, superseded. A larger 
portion of funds would be consequently in deposit bearing interest, 
and, at the same time, as ready for use, as if in the coffer or pocket- 
book of its owner. By this means, likewise, a regular journal of 
receipt and expenditure would be carried on without the slightest 
trouble on the part of the individual concerned, who, at the end of 
the year, or of the periodical balancing of accounts, would find an 
authentic record of his ordinary transactions. Here, too, he would 
find the vouchers for the payments he had made, and would be under 
fio apprehension of being called upon, in repetition of payment, 
through any loss of his receipts. 

" As much inconvenience and trouble will be neceasarily incurred 
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by the adoption of this plan, it is proposed to meet the additional 
expense by a small tax upon the transactions themselves ; and it is 
calculated that the trifling commission of a halfpenny upon each 
single payment or entry, 4s. 2d. upon the hundred, will afford suffi- 
cient remuneration for the increase of labour. Should the fee be 
found too small to remunerate, or to guard sufficiently against the 
abuse of the privilege, it will of course be easy for the bank to 
increase the charge — say, to one penny, or more, on each trans- 
action." 



No. xin. 

Stamps on Bankers' Cheques. 

At a meeting of the London Committee of Deputies from the 
Joint Stock Banks of England, Wales, and Ireland, held at the 
London Tavern, on Friday the 27th April, 1855, the following 
resolutions were adopted : — 

1. " That the deposit system of banking, which enables indivi- 
duals to place money in banks, and to make all their payments by 
cheques, is beneficial to the depositors themselves, to the banks, and 
to the community at large. 

2. " That the introduction of joint-stock banks has- greatly 
extended this system, and brought its advantages within the reach 
of the less wealthy classes of society. 

3. " That the efficiency of this system would be greatly impaired, 
and its progress arrested, by the imposition of a tax of one penny 
upon each cheque. The inducement to open banking accounts will 
be done away with ; the public will be driven to the use of notes 
and coin, and become their own bankers ; money will be thus 
hoarded ; and the country will be thrown back upon a system which 
prevailed a century ago, without any commensurate advantage to 
the revenue. 

4. " That the tax, being equal upon cheques of all amounts, will 
proportionably press most severely upon those depositors who draw 
cheques for small sums; and these classes, having most occasion to 
regard small savings, will be the most likely to close their accounts. 

5. " That, in proportion as this tax shall cause money to be with- 
drawn or withheld from the banks, in such proportion will capital 
be rendered unproductive, individuals will be inconvenienced, pecu- 
niary transactions will be obstructed, robberies wiU be facilitated, 
and demands created for additional currency, either in bank-notes or 
gold, while the banks will find their operations materially restricted, 
and their means curtailed of affording facilities to commerce, or of 
sustaining the financial operations of the government. 

6. " That, therefore, in the opinion of this Committee, the impo- 
sition of the proposed tax ought to he strenuously resisted, both by 
the banking interest and the public ; and that a copy of these reso- 
lutions be respectfully transmitted to the Eight Honourable the 
Chancellor of the Exchequer, and forwarded to every joint-stock 
bank in the United Kingdom," 
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No. XIV. 

A Gold Currency. 

" Nor are these beaefits, great as they are, the only advantages 
which we have derived from our system of banking. Our one-pound 
notes connect and familiarize every artizan and labourer in the 
country with our banking establishments ; and the implicit confi- 
dence in our paper currency thus created, and perpetuated? by the 
general experience of tlie sufficiency of our banks, has on many 
occasions been remarkably illustrated. It is no exaggeration to say, 
that, at this moment, nine-tenths of the labouring classes of Scot- 
land, if they had their choice, would prefer a one-pound note to a 
sovereign ; and, as a consequence of this feeling of security, combined 
with a sense of the other advantages of the system, no one in Scot- 
land can have forgotten the truly national stand, on behalf of our 
currency, which was made by rich and poor in the year 1825, when 
your English economists proposed to visit us with an injury similar 
to that which was in that year inflicted on England. 

" With banking establishments thus pre-eminently possessed of 
national confidence, no mercantile convulsion has hitherto created 
any general run on our great joint-stock banks. It has been other- 
wise in England, where, in consequence of legislative enactments, 
the public have been taught to regard gold and silver as the only 
representatives of value. The bond of union between the banks and 
the mass of the people has thus been severed ; and when a monetary 
crisis occurs, its consequences are incalculably more injurious. Witn 
us (though very rarely) runs have been made occasionally on par- 
ticular banks; but it has been merely to withdraw a deposit from 
one bank to place it in another, or to exchange the notes of a suspected 
bank for the notes of one of our national joint-stock banks, the pre- 
vailing confidence in our paper currency remaining unshaken. In 
this way the disposable banking capital or resources remain in the 
aggregate unchanged ; whereas, with you, the run is for gold ; and 
the coin thus withdrawn from one bank is not redeposited in another, 
but hoarded till the panic is over, by which means the entire banking 
resources of the country are involved in the consequences of the 
temporary disasters, and this, too, at the very time when, these 
resources are most needed." — Letter to J. W, Gilbart, by Eobeex 
BeiiIi. 



